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MINUTES

Fiscal Policy and AnalysisCommittee
Meeting of August 21, 2000

Committee
member spresent

Alternate
Commissoner
present

Committee
member absent

Kyo*Paul” Jhin, Chair Other Commissioner spresent

RalphPesqueira, ViceChair Carol Chandler
VelmaMontoya Robert Hanff
MelindaG. Wilson Lancelzumi
GuillermoRodriguez, Jr., exofficio MonicaL ozano
EvonneSchulze

Kyhl Smeby

PhillipJ. Forhan HowardWelinsky

Alan S. Arkatov, ex officio
AndrealL.Rich
Roger Schrimp

Calltoorder

Chair Jhin caled the August 21, 2000 Fiscal Policy and Analysis Committee meeting to
order at 9:58 am. in Room 202 of the Sacramento Convention Center, 1400 J Street,
Sacramento, Cdlifornia

Approval
of theminutes

Chair Jhin asked for amotion to approvethe minutes. A motion was made, seconded,
and the committee voted without dissent, to approve the minutes of the June 12, 2000,
meeting, assubmitted.

Financial condition
of California’s
independent
collegesand
universities

Chair Jnin called upon Commission staff member David L eveille and Association of
I ndependent California Collegesand Universities (Al CCU) President Jonathan Brown
to present thisinformationitem.

Mr. Levellleintroduced theitem. He stated that independent collegesand universities
arecritical tooveral qudity of Cdiforniahigher education and to overal health of the
State’ seconomy. Hesaid that the State’ spolicy on student financia aid hasasignifi-
cant impact on theindependent college sector. For these reasons, the L egidature and
Governor have caled upon the Commissionto report periodicaly onthefinancia con-
dition of the sector. Hereviewed the makeup and diversity of independent ingtitutions
and their collective student body and highlighted the sectors' importancein awarding
credentias, aswell as baccalaureate, graduate, and professional degrees.
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Mr. Brown provided additional detailsabout the contributions of independent colleges
and univergtiesto Cdiforniahigher education and the State’ soverd| economy. Hesad
that independent colleges view themsel vesasapublic but not agovernmental resource.
He said independent institutions had agood record, however, of cooperation with gov-
ernment, and that the State’ s Cal Grant program iscritical to theindependent sector’s
financid hedlth. He said that independent institutions support the constitutional prohibi-
tionon direct State financial support for that sector. He discussed various aspects of
cost, expenditures, and pricing policy inboth public and private higher education.

Mr. Brown credited the Commission for itsrolein thelate 1990sin helping restore the
vaueof Cd Grants, both in maximum award levelsand the number of grants. Hesaid
erosioninthese student aid programs had madeit difficult for independent collegesto
competefor student enrollment. Asaresult, independent colleges had then sought an
increasing number of studentsfrom outsidethe state. Hereported that improvementsin
the Cd Grant program has helped reversethat trend.

Hecitedthe* Ca Grant Multiplier” for independent ingtitutions. He said it meansthat,
for each state-funded grant for astudent at an independent institution, two additional
non-need-based students could receiveingtitutional aid at anindependent ingtitutionin
Cdifornia

Mr. Brown reviewed the next installment of the report on the financial condition of
independent collegesinthe state. He said key factorsinclude tuition dependency, net
tuition per Full-Time Equivaent Student (FTES) enrollment, educational core services
ratio, and acontributed incomeratio. Thesefactors, hesaid, result inaComposite
Financia Index that representsthelength of timeaningtitution can remain open without
receiving additiona revenue. Thenationd ratio rangesfromlessthan one-half year to
eight or nineyears. The strongest institutions have lesstuition dependency, ahigher
educational coreservicesratio, and astrong contributed incomeratio.

Citing the 1995 report on thefinancial condition of independent institutionsin which
some schoolswerefound to have negative Composite Financid Index, Mr. Brown said
thetrend had been generally toward astrengthened financial condition. However, he
cited several regulatory factorsthat had increased institutional costsfor independent
ingtitutions. Theseincluded complying with the Americanswith DisabilitiesAct, the
Student Right to Know Act, and with variousregiond planning decisons.

Mr. Brown said a new report would be presented in the winter and would include
Cdiforniaand national dataabout independent collegesand universities. Hesaiditis
hoped that the report will result in consideration of long-range public policiesthat help
ensure and encourage the continuation of theindependent sector. He said continued
cooperation between the sector and the Commission will result in more adequate and
useful information becoming available about independent collegeand university students.

Therewasagenera discusson about independent ingtitutions, including enrolIment of
foreign students, factorsassociated with ingtitutiond failure, the uniquerol eindependent
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ingtitutions play in Cdiforniahigher education in meeting students needs, and overall
growth in enrollment in the sector.

Commissioner Pesgueiraasked for inclusion of dataon the number of additional stu-
dentsthat might be accommodated by independent ingtitutionsas Cdiforniafacesthe
“Tidal Wavell” of enrollment demand between now and 2012.

Mr. Brown said the Commission’ s 1995 report on thistopic estimated that number at
between 20,000 and 40,000 students. The sector hastaken on an added 25,000 since
then, hereported. New estimates, which are predicated on anumber of assumptions,
arethat theindependents can take between 20,000 and 40,000 more students. Hesaid
growthinindependent enrollment would be significantly influenced by State Ca Grant
policy and cited thenew Ca Grant “guarantee” asavery positivefactor.

Commissioner Smeby chronided theva ueof independent ingtitutions, including thedbility
to respond to the needs of individua students. He said thereisample room for coexist-
ence of theindependent and private sectors.

Therewasagenerd discuss on about theindependent sector’ slong-term attrition rate.
Mr. Brown reported that four school failures over thelast 25 years. He expressed
some concern for afew current institutions and discussed measuresthat are taken by
AICCU to aid schoolsthat might be at risk.

Chair Rodriguez thanked Mr. Brown for hisreport and encouraged wide distribution of
theinformeation about theindependent sector’ scontributionsto Cdiforniahigher educa:
tion.

Executive
compensation
inCalifornia
higher education,
1999-2000

Chair Jhin called upon staff member Cheryl Hickey to present areport on Executive
Compensationin CdiforniaHigher Education.

Ms. Hickey said thisisthe Commission’ seighth annual report to the Legidature on
higher education executive compensationin California spublic collegesand universities.
She said the committee had seenthisasan information itemin July and that it wasbeing
presented for action at thismeeting.

Ms. Hickey said the report comparesyear-to-year compensation levelsfor al three
sectors and, for CSU and UC, with comparison numbers for separate sets of like-
ingitutionsonanationd level. Shesaid thecommunity collegesparticipate voluntarily.

Ms. Hickey noted that there were no changesto the sections on the State University or
theUnivergty of Cdifornia

+ Theaveragesdary of the 22 presdentsinthe CdiforniaState University is$197,206.
Thismean sdary lagged theaverage of their nationa comparison group by 8.9 percent,
down significantly from 15.1 percent in 1998-99.

+ Theaveragesdary of the chancellorsof the University of California sninegenera
campusesis$263,333. Thismean lagged theaverage of their al-university set of 26
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comparison institutions by 12.5 -- down from 16.3 percent last year -- and of their
eight faculty sdlary comparisoningtitutionsby 19.1 percent -- down from 21.2 percent
fromlast year.

Ms. Hickey said thereport contains new and additiond datafrom the CaliforniaCom-
munity Colleges. 1t now showsthat the average annual salariesfor the chancellor at a
multi-collegedigtrict is$154,372, anincrease of 6.8 percent; theaverageannua saaries
for the presidentsin multi-college districtsis $116,472, a4.7 percent increase; and for
superintendents and presidentsin single-college digtrictsis $129,248, anincrease of 7.8
percent. Shesaid 24 campusofficiasal so receive an additiona annual stipend averag-
ing $1,500. Thisinformationwill beincluded inthefina report.

Chair Rodriguez moved adoption of thereport.

The motion was seconded and, in the discussion that followed, questionswere asked
and answered about the rational e for compensation increases awarded the Chancellor
of the CaliforniaCommunity Colleges. Chair Rodriguez aso asked about the overall
comparison methodol ogy and suggested that it be reviewed to include other compensa-
tionfactorstoimprovetheanadyss. Staff agreed to take thisunder advisement.

The motion on thefloor passed without dissent.

Adjournment  Having no further business, Committee Chair Jhin adjourned the meeting at 10:58 am.
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